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Montana Teachers' Retirement SystemMontana Teachers' Retirement System

Employers’Employers’Employers’ Employers’ 
Retirement Termination Pay Retirement Termination Pay 

TrainingTraining

Termination Pay DefinitionTermination Pay Definition

Termination pay includes any form of:Termination pay includes any form of:
Vacation PayVacation PayVacation PayVacation Pay
Sick LeaveSick Leave
Severance paySeverance pay
An amount provided under an early termination incentive planAn amount provided under an early termination incentive plan
Other payments contingent on a TRS member terminating their Other payments contingent on a TRS member terminating their 

employment, and are being paid at the time of termination.  employment, and are being paid at the time of termination.  

AA TRSTRS membermember isis permittedpermitted toto paypay additionaladditional employeeemployee contributionscontributions
toto thethe TRSTRS inin orderorder toto includeinclude terminationtermination paypay inin thethe calculationcalculation ofof theirtheir
monthlymonthly benefitbenefit toto fundfund anan increasedincreased benefitbenefit..



2

Retirement Termination Pay FormRetirement Termination Pay Form

A TRS member, who terminates their employment for the purpose of
retiring and is eligible for a payout of an amount that meets the
definition of termination pay must fill out a ‘Retirement Terminationp y
Pay’ form.

The TRS will include a ‘Retirement Termination Pay’ form, in each
retiring member’s retirement application materials.
The TRS member is instructed to complete Section I
of the form and forward the form to you, as the employer.
Th ‘R ti t T i ti P ’ f t b t i d iThe ‘Retirement Termination Pay’ form must be retained in your

office until the TRS member has been fully terminated, all wages
have been paid, and the termination pay amount has been
determined.

Retirement Termination Pay Form, Cont.Retirement Termination Pay Form, Cont.

TheThe “Retirement“Retirement TerminationTermination Pay”Pay” formform isis toto bebe retainedretained inin youryour
officeoffice untiluntil thethe employeeemployee hashas beenbeen terminatedterminated.. PleasePlease returnreturn thethe
formform toto thethe TRSTRS atat leastleast oneone weekweek priorprior toto submittingsubmitting youryour monthlymonthly
contributioncontribution reportreport whichwhich containscontains thethe terminationtermination paypay contributionscontributions
duedue.. ThisThis willwill allowallow ourour officeoffice processingprocessing timetime necessarynecessary toto
minimizeminimize interruptionsinterruptions forfor youyou inin validatingvalidating andand submittingsubmitting youryour
monthlymonthly contributioncontribution reportreport..

The employee and employer contributions due onThe employee and employer contributions due on
termination pay must be remitted by the 15th of the
month following termination.
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Retirement Termination Pay FormRetirement Termination Pay Form
Section I Section I –– Member ElectionMember Election

TheThe followingfollowing isis anan exampleexample ofof SectionSection I,I, properlyproperly completedcompleted..

Jane Smith              Jane Smith              123123--4545--6789             6789             
(Member’s Printed Name)(Member’s Printed Name) (Social Security Number)(Social Security Number)

123 Anywhere Street123 Anywhere Street Helena MT  59602Helena MT  59602
(Home Mailing Address (Home Mailing Address –– Including City, State & Zip+4 Code (If unknown, use 5Including City, State & Zip+4 Code (If unknown, use 5--digit Zip Code))digit Zip Code))

406 444406 444--32343234_________________                                 _________________                                 0101--0101--19501950
(Area Code and Telephone Number)(Area Code and Telephone Number) (Date of Birth)(Date of Birth)

I hereby elect termination pay option: I hereby elect termination pay option: X  X  Option  1      __Option 2        Option  1      __Option 2        Option 3Option 3

XX II havehave signedsigned thethe “Termination“Termination PayPay –– IrrevocableIrrevocable ElectionElection Form,”Form,” atat leastleast 9090 daysdays priorprior
toto mymy terminationtermination ofof employment,employment, allowingallowing thethe contributionscontributions duedue onon terminationtermination paypay toto
bebe remittedremitted asas taxtax--deferreddeferred..

I have not signed the “Termination Pay I have not signed the “Termination Pay –– Irrevocable Election Form.”Irrevocable Election Form.”

Jane SmithJane Smith 02/23/0902/23/09
(Member’s Signature)(Member’s Signature) (Date)(Date)

Employer Certification Employer Certification 
Section II Section II –– Employer CertificationEmployer Certification

AsAs thethe employeremployer youyou mustmust properlyproperly completecomplete SectionSection IIII
ofof thethe ‘Retirement Termination Pay’ form onceonce thethe membermember
hashas beenbeen fullyfully terminatedterminated.. ThisThis sectionsection confirmsconfirms thethe employee’semployee’s datedate ofof
termination,termination, thethe terminationtermination paypay amount,amount, andand fiscalfiscal yearyear wageswages..
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Retirement Termination Pay FormRetirement Termination Pay Form
Section II Section II –– CertificationCertification

The following is an example of Section II of the ‘Retirement Termination Pay’ form, properly completed. The following is an example of Section II of the ‘Retirement Termination Pay’ form, properly completed. 

___________06/30/2009____________________________________________06/30/2009_________________________________ $______5,000.00___________________$______5,000.00___________________
(E l ’ T i i D )(E l ’ T i i D ) (E l ’ T i i P A )(E l ’ T i i P A )(Employee’s Termination Date)(Employee’s Termination Date) (Employee’s Termination Pay Amount)(Employee’s Termination Pay Amount)

Will employee contributions due on termination pay be remitted as taxWill employee contributions due on termination pay be remitted as tax--deferred?  deferred?  __X____X__ YES     _____ NOYES     _____ NO

Please verify the following: Please verify the following: (Do not include Termination Pay Amount)(Do not include Termination Pay Amount)
Base Contract Amount $45,000.00        Other Compensation $2,000.00        Explanation:  CoachingBase Contract Amount $45,000.00        Other Compensation $2,000.00        Explanation:  Coaching

II certifycertify thatthat thethe aboveabove namednamed individualindividual hashas terminatedterminated theirtheir employmentemployment andand thatthat ifif theythey havehave signedsigned aa TerminationTermination PayPay ––
IrrevocableIrrevocable ElectionElection (TPIEF),(TPIEF), unlessunless otherwiseotherwise requiredrequired byby law,law, thethe totaltotal terminationtermination paypay amountamount payablepayable toto thethe individualindividual
isis reportedreported belowbelow;; thatthat allall informationinformation reportedreported isis completecomplete andand correctcorrect;; andand thatthat employeeemployee contributionscontributions willwill bebe withheldwithheld
pursuantpursuant toto IRCIRC §§414414(h)((h)(22)) andand MontanaMontana CodeCode Annotated,Annotated, §§1919--2020--716716.. II alsoalso certifycertify thatthat thethe terminationtermination paypay amountamount
reportedreported belowbelow doesdoes notnot includeinclude deferreddeferred compensationcompensation asas defineddefined underunder IRC,IRC, 457457(f)(f)..

Montana Schools______________________________________________________406 444Montana Schools______________________________________________________406 444--3134_______________3134_______________
(Employer’s Printed Name)                                                    (Employer’s Printed Name)                                                    (Area Code & Telephone Number)(Area Code & Telephone Number)

Janet Cooper Janet Cooper -- School Clerk_______________________      _____                           123456                                  School Clerk_______________________      _____                           123456                                  _   _   
(Certifying Officer’s Printed Name & Title)                                  (Certifying Officer’s Printed Name & Title)                                  (TRS Six(TRS Six--Digit Employer Number)Digit Employer Number)

Janet CooperJanet Cooper____________________________________________________02____________________________________________________02--2424--09_____________________09_____________________
(Certifying Officer’s(Certifying Officer’s Signature)Signature) (Date(Date))

Retirement Termination Pay FormRetirement Termination Pay Form
Section III Section III –– Calculation of Contributions DueCalculation of Contributions Due

SectionSection IIIIII isis toto bebe completedcompleted byby youyou asas thethe employeremployer ifif thethe employeeemployee
electedelected TerminationTermination PayPay OptionOption 11 oror OptionOption 22.. ThisThis informationinformation willwill bebe

dd ii l l til l ti thth tt thth ll dd thth llusedused inin calculatingcalculating thethe amountamount thethe employeeemployee andand you,you, thethe employer,employer,
mustmust contributecontribute toto thethe TRSTRS onon thethe terminationtermination paypay..

For your convenience, the TRS has a termination pay calculator that can
be utilized in calculating the employee and employer contributions due
on termination pay. The calculator can be accessed
http://www.trs.mt.gov/employers.htm. Click on ‘TRS On-Line’ and
log on using your User I.D. and Password. If your agency does notg g y y g y
have a User I.D. and Password you will need to download, complete
and send in (via mail or fax 444-2641) an ‘Internet Sign-Up Form’. The
TRS Information Technology staff will assign a User I.D. and Password
for accessing TRS On-Line. The sign-up form is available at
http://www.trs.mt.gov/trsonlinex/InternetSignUpForm2004-08.pdf.
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Termination Pay CalculatorTermination Pay Calculator

Retirement Termination Pay FormRetirement Termination Pay Form
Section III Section III –– Calculation Of Contributions DueCalculation Of Contributions Due

Option 1Option 1
The following is an example of Section III, properly completed, for a TRS member retiring at the age of 60.The following is an example of Section III, properly completed, for a TRS member retiring at the age of 60.

(A)  EMPLOYEE CONTRIBUTION(A)  EMPLOYEE CONTRIBUTION( )( )

$ $ _____5,000.00_______________5,000.00__________ X    X    _____3.36%_________3.36%____ X     X     ___30.00__________30.00_______ =         =         $_5,040.00____$_5,040.00____
Termination Pay Amount              Contribution Rate           Creditable Service              Contribution DueTermination Pay Amount              Contribution Rate           Creditable Service              Contribution Due

Amount of Employee Contributions Due To Be Remitted By Employer Amount of Employee Contributions Due To Be Remitted By Employer –– TaxTax--Deferred     Deferred     $_4,617.50___$_4,617.50___
The taxThe tax--deferred portion is calculated by reducing the ‘Termination Pay Amount’ deferred portion is calculated by reducing the ‘Termination Pay Amount’ 
by a FICA/Medicare deduction of 7.65%, if applicable.by a FICA/Medicare deduction of 7.65%, if applicable.

Amount of Employee Contributions Due To Be Remitted by Member Amount of Employee Contributions Due To Be Remitted by Member –– Personal Payment Personal Payment $__ 422.50___$__ 422.50___
The difference between the taxThe difference between the tax--deferred amount and the employee contribution due is considered deferred amount and the employee contribution due is considered 
an out of pocket expense payable by personal check to the TRSan out of pocket expense payable by personal check to the TRSan out of pocket expense, payable by personal check to the TRS.an out of pocket expense, payable by personal check to the TRS.

((B)  EMPLOYER CONTRIBUTIONB)  EMPLOYER CONTRIBUTION

$ $ _____5,000.00_______________5,000.00__________ X  X  _____3.51%____________3.51%_______ X  X  ___30.00___________30.00________ == $_5,265.00____$_5,265.00____
Termination Pay Amount              Contribution Rate           Creditable Service                Contribution DueTermination Pay Amount              Contribution Rate           Creditable Service                Contribution Due

The employer contribution due is paid from the individual county retirement fund.The employer contribution due is paid from the individual county retirement fund.
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Retirement Termination Pay FormRetirement Termination Pay Form
Section III Section III –– Calculation Of Contributions DueCalculation Of Contributions Due

Option 2Option 2
This section is to be completed ONLY if the TRS member elected Option 2.

EMPLOYEE CONTRIBUTIONCONTRIBUTIONEMPLOYEE CONTRIBUTIONCONTRIBUTION
7.150%  X    $5,000.00     =7.150%  X    $5,000.00     = $357.50$357.50

Amount of Employee Contributions Due To Be Remitted By Employer – Tax-Deferred      $357.50
Amount of Employee Contributions Due To Be Remitted by Member – Personal Payment  $    0.00

The net amount of the termination pay will be remitted to the member, less the appropriate tax 
withholding.

EMPLOYER CONTRIBUTION
9.470%  X    $5,000.00     =$5,000.00     = $473.50$473.50

Retirement Termination Pay FormRetirement Termination Pay Form
With Signed Election FormWith Signed Election Form

IfIf thethe employeeemployee hashas signedsigned aa “Termination“Termination PayPay -- IrrevocableIrrevocable ElectionElection Form”Form” andand electedelected
terminationtermination paypay OptionOption 11 oror OptionOption 22,, thethe grossgross amountamount ofof thethe terminationtermination paypay willwill bebe subjectsubject toto
SocialSocial SecuritySecurity withholdingwithholding.. However,However, FederalFederal andand MontanaMontana statestate incomeincome taxestaxes willwill notnot bebe
withheldwithheld fromfrom thethe employeeemployee contributionscontributions beingbeing deducteddeducted fromfrom thethe terminationtermination paypay.. TheThe employeeemployee
may not changechange thethe terminationtermination paypay optionoption electionelection ifif aa validvalid “Termination“Termination PayPay –– IrrevocableIrrevocable
Election”Election” hashas beenbeen executedexecuted..

IfIf thethe employeeemployee contributionscontributions duedue thethe TRSTRS areare greatergreater thanthan thethe netnet amount,amount, afterafter SocialSocial SecuritySecurity isis
deducted,deducted, thethe differencedifference mustmust bebe paidpaid byby thethe employeeemployee withwith aa personalpersonal checkcheck;; payablepayable toto thethe TRSTRS..
AsAs thethe employer,employer, youyou mustmust provideprovide thethe membermember aa copycopy ofof thethe completedcompleted RetirementRetirement TerminationTermination
PayPay form,form, highlightinghighlighting thethe outout ofof pocketpocket expenseexpense amountamount.. TheThe employeeemployee isis toto bebe advisedadvised theythey mustmust
remitremit thethe employeeemployee contributionscontributions duedue thethe TRSTRS byby personalpersonal checkcheck..

TheThe taxtax--deferreddeferred portionportion mustmust bebe reportedreported onon thethe monthlymonthly reportreport byby thethe employer,employer, underunder thethe ‘Term‘Term
Pay’Pay’ column,column, indicatingindicating thethe terminationtermination paypay optionoption (OPT)(OPT) electedelected..
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TheThe employeremployer contributionscontributions duedue thethe TRSTRS onon terminationtermination paypay areare toto bebe
reportedreported onon thethe ‘Contribution‘Contribution Summary’Summary’ pagepage inin thethe ‘Employer‘Employer TermTerm Pay’Pay’

fieldfield..

Retirement Termination Pay FormRetirement Termination Pay Form
Without Signed Election FormWithout Signed Election Form

IfIf thethe employeeemployee hashas notnot signedsigned aa “Termination“Termination PayPay -- IrrevocableIrrevocable ElectionElection Form”Form” andand
electedelected terminationtermination paypay OptionOption 11 oror 22,, thethe employeeemployee contributionscontributions duedue onon terminationtermination
paypay willwill notnot bebe taxtax--deferreddeferred.. Federal,Federal, MontanaMontana state,state, andand SocialSocial SecuritySecurity taxestaxes willwill bebepaypay willwill notnot bebe taxtax deferreddeferred.. Federal,Federal, MontanaMontana state,state, andand SocialSocial SecuritySecurity taxestaxes willwill bebe
withheldwithheld fromfrom thethe grossgross amountamount ofof terminationtermination paypay receivedreceived..

TheThe netnet amountamount ofof thethe terminationtermination paypay isis mademade payablepayable directlydirectly toto thethe employeeemployee.. AsAs
thethe employer,employer, youyou mustmust provideprovide thethe membermember aa copycopy ofof thethe completedcompleted RetirementRetirement
TerminationTermination PayPay form,form, highlightinghighlighting thethe outout ofof pocketpocket expenseexpense amountamount.. TheThe membermember isis
toto bebe advisedadvised theythey mustmust remitremit thethe employeeemployee contributionscontributions duedue thethe TRSTRS byby personalpersonal
checkcheck..

InIn additionaddition thethe employeeemployee contributionscontributions duedue onon terminationtermination paypay maymay bebe limitedlimited underunderInIn addition,addition, thethe employeeemployee contributionscontributions duedue onon terminationtermination paypay maymay bebe limitedlimited underunder
InternalInternal RevenueRevenue CodeCode (IRC)(IRC) SectionSection 415415(c)(c)..
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ThankThank youyou forfor takingtaking thethe timetime forfor thisthis RetirementRetirement TerminationTermination PayPay
TrainingTraining.. IfIf youyou havehave anyany questionsquestions relativerelative toto thethe calculationcalculation ofof thethegg.. youyou veve yy ques o sques o s e vee ve oo ee c cu oc cu o oo ee
contributionscontributions duedue thethe TRSTRS oror thethe remittanceremittance ofof taxtax--deferreddeferred
contributions,contributions, pleaseplease feelfeel freefree toto contactcontact thethe TRSTRS officeoffice..


